§316(b) EEA Chapter 4 for New Facilities Manufacturing Profile: Steel

4D STEEL (SIC 331)

EPA’s Industry Screener Questionnaire: Phase | Cooling flow for cooling purposes (facilities with these

Water Intake Sructuresidentified five 4-digit SIC codesin characteristics are hereafter referred to as * 8316(b)

the Steel Works, Blast Furnaces, and Rolling and Finishing facilities’). For each of the five SIC codes, Table 4D-1
Mills Industries (SIC 331) with at least one existing facility below provides a description of the industry sector, alist of
that operates a CWIS, holds a NPDES permit, withdraws primary products manufactured, the total number of screener
more than two million gallons per day (MGD) from a water respondents, and the number and percent of 8316(b)

of the United States, and uses at least 25 percent of itsintake  facilities.

Table 4D-1: §316(b) Facilities in the Steel Industry (SIC 331)

Number of Screener

i . 1o i shapes, such as plates, sheets, strips, rods, bars, and tubing;
: Ovens), and Rolling Mills i merchant blast furnaces and byproduct or beehive coke

i ovens

5 ; : Respondents
SIC SIC Description Important Products Manufactured : §316(b) Fadilities
; Total i JOOTREEe
No. %
Steel Mills (SIC 3312)
: i Hot metal, pig iron, and silvery pig iron from iron ore and
: ¢ iron and steel scrap; converting pig iron, scrap iron, and : :
i Steel Works, Blast : : hatoralling i i ; : :
3312 | Fumaces (Including Coke | scrap steel into steel; hot-rolling iron and steel into basic 158 | 38 | 241%

Steel Products (SICs 3315, 3316, 3317)

L Steel Wir edrawing and i Drawing wire from purchased iron or steel rods, bars, or

3315 | geol Nailsand Spikes ! wire; further manufacture of products made fromwire; steel | 122 | 3 | 25%
5 i nails and spikes from purchased materials 5 : :
i Cold-rolling steel sheets and strip from purchased hot-rolled : : :

3316 : Cold-Rolled Steel Sheet, i sheets; cold-drawing steel bars and steel shapes from hot- 60 9 i 15.0%

; Stip, and Bars  rolled steel bars; producing other cold finished steel

¢ Production of welded or seamless steel pipe and tubes and

. H 0,
3317 ; Sted Pipeand Tubes i heavy riveted steel pipe from purchased materials 130 1 0.8%
Total Steel Products 312 13 4.2%
Other Sectors
: i Ferro and nonferrous metal additive alloys by
3313 i Electrometallurgical i electrometallurgical or metallothermic processes, including 6 1 16.7%
i Products, Except Stedl i high percentage ferroalloys and high percentage nonferrous 70
i ! additive alloys

Total Steel (SIC 331)

Total 331

T Information on the percentage of intake flow used for cooling purposes was not available for all screener respondents. Facilities
for which this information was not available were assumed to use at least 25% of their intake flow for cooling water purposes The
reported numbers of 8316(b) facilities may therefore be overstated.

Source:  EPA, Industry Screener Questionnaire: Phase | Cooling Water |ntake Structures; Executive Office of the President, Office of
Management and Budget, Standard Industrial Classification Manual 1987
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Manufacturing Profile: Steel

The responses to the Screener Questionnaire indicate that
two main steel sectors account for the largest numbers of
8316(b) facilities: (1) Steel Mills (SIC code 3312) and (2)
Steel Products (SIC codes 3315, 3316, and 3317). Of the 52
§316(b) facilitiesin the steel industry 38, or 73 percent, are
stedl mills, and 13, 25 percent, are stedl products facilities.
The remainder of the steel industry profile therefore focuses
on these two industry sectors.

4D.1 Domestic Production

Steel is one of the dominant productsin the U.S. industrial
metals industry. For most of the twentieth century the U.S.
stedl industry consisted of afew large companies utilizing an
integrated steelmaking process to produce the raw steel used
in avariety of commodity steel products. The integrated
process requires massive capital investment to process coal,
iron ore, limestone, and other raw materials into molten iron,
which is then transformed into finished steel products (S&P,
2000). Inrecent decades, the integrated steel industry has
undergone a dramatic downsizing as a result of increased
stedl imports, decreased consumption by the auto industry,
and the advent of minimills, small regional steelmakers
producing limited products and using a less capital-intensive
process (S& P, 2000).

The steel industry is the fourth largest energy-consuming
sector. Energy costs account for approximately 20 percent
of the total cost to manufacture steel. Steelmakers use coal,
oil, electricity, and natural gas to fire furnaces and run
process equipment. Minimill producers require large
guantities of electricity to operate the electric arc furnaces
used to melt and refine scrap metal while integrated
steelmakers are dependent on coal for up to 60 percent of
their total energy requirements (McGraw-Hill, 1998).

a. Output

The two most common measures of manufacturing output
arevalue of shipments and value added.* Historical
trends provide insight into the overall economic health and
outlook for an industry. Value of shipmentsis the sum of
the receipts a manufacturer earns from the sale of its
outputs. Itisan indicator of the overall size of a market or
the size of afirm in relation to its market or competitors.
Value added is used to measure the value of production
activity in aparticular industry. It isthe difference between
the value of shipments and the value of inputs used to make
the products sold.

Figure 4D-1 presents the trend in value of shipments and
value added for steel mills and steel products. The steel
products sector experienced a slow yet steady increase in
both value of shipments and value added between 1987 and
1996. Thisupward trend isthe result of the increasing
global demand for steel due to growing automotive and
construction markets and stronger economies in developing
regions with substantial infrastructure needs (McGraw-Hill,
1998).

Between 1987 and 1996, value of shipments and value
added for steel mills have increased by 27 and 26 percent,
respectively. The most significant gains occurred after the
demand for steel mill products bottomed out in the early
1990s. Thereisastrong link between the U.S. steel industry
and the auto and construction industries and the national
economy overal. The economic expansion in recent years
has increased demand for steel products. Another important
factor in the resurgence in the demand for steel mill products
is the technological advancements that have improved the
competitiveness of U.S. steel. The development of the thin
dab caster/rolling mill in 1989 allowed minimills to produce
flat rolled steel, which accounts for 60 percent of domestic
shipments, with substantially lower capital and energy costs
(McGraw-Hill, 1998).

Figure 4D-1 shows the trend in value of shipments and value
added for the two profiled steel sectors between 1987 and
1996.

! Terms highlighted in bold and italic font are further
explained in the glossary.
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Figure 4D-1: Real Value of Shipments and Value Added for Profiled Steel Industry Sectors ($1999 million)

Value of Shipments ($1999 millions)
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Source:  Department of Commerce, Bureau of the Census, Annual Survey of Manufactures.

b. Prices profile uses PPIs at the 4-digit SIC code level to convert

TheProducer Price Index (PPI) isafamily of indexes nominal values to 1999 dollars.
that measure price changes from the perspective of the

seller. Itisanindicator of product prices and is used to

inflate nominal monetary values to constant dollars. This
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Figure 4D-2 below shows that selling prices for steel
products and stel mill products follow very similar trends.
Pricesincreased from 1987 to 1989 and then decreased until
bottoming out in 1993. After this decrease, prices
rebounded sharply through 1995 before eroding again. The
decrease in prices between 1988 and 1992 reflects the sharp
decrease in demand for steel products which resulted, in
part, from a declining global economy and decreasesin the
demand for consumer durable goods, such as cars and
appliances. This decrease in demand for steel-containing

products led to an oversupply in steel and a substantial
declinein prices. The recovery in prices reflects a general
economic recovery and the concomitant increase in demand
for steel products from the auto and construction markets.
The fluctuation in prices since the mid 1990s reflects the
limited ability of steel makers to raise prices despite
increased demand. An increased supply in low cost imports
from foreign sources has kept prices from increasing
significantly (McGraw-Hill, 1998).

Figure 4D-2: Producer Price Index for Profiled Steel Industry Sectors
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Bureau of Labor Satistics, Producer Price Index.

Source:
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c. Number of Facilities and Firms

The number of steel mills fluctuated significantly between
1989 and 1996. Table 4D-2 shows substantial decreasesin
the number of facilitiesin 1992 and 1993 dueto a
significant decrease in the global demand for steel products
and the resulting overcapacity. This decrease was followed
by a significant recovery in 1995 and 1996. Thereversa
reflects the increased use of steel by the major steel using
industries such as construction (McGraw-Hill, 1998). The

increase in demand for steel led to an expansion in
steelmaking capacity which has been increasingly dominated
by smaller, more energy efficient minimillsin favor of the
larger integrated mills (S& P, 2000).

In contrast to the volatility in the number of steel mills, the
number of facilitiesin the Steel Products sector has
remained relatively stable for the past eight years with only
small decreases between 1994 and 1996.

Table 4D-2: Number of Facilities in the Profiled Steel Industry Sectors
e stee lllibEleeas) cls e e BlEIge et e ) |
vear Num_b_e_r @ Percent Change Num_b_e_r o Percent Change
Facilities Facilities
___________ 189 A Me e
___________ 190 A A T
___________ et WS S:J N WO LA SO coi
___________ 9% |oMe e ) B 3
___________ 1998 |3 ene s
___________ 94 e B B
___________ 199 L3 s e
1996 483 23.5% 770 -2.7%
e oonge 15% -1.8%

Source:  Small Business Administration, Satistics of U.S. Businesses.
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The trend in the number of firms over the period between
1990 and 1996 has been similar to the trend in the number of
facilitiesin both industry sectors. The number of firmsin

the Steel Mill sector decreased from a high of 433 in 1991 to

alow of 258in 1994. This decrease was followed by an
expansion in the number of firmsto 397 in 1996, an increase

of more than 53 percent in two years. The number of firms
in the Steel Products sector has decreased steadily in recent
years from its peak of 661 in 1992.

Table 4D-3 shows the number of firmsin the two profiled
steel sectors between 1990 and 1996.

Source: Small Business Administration, Satistics of U.S. Businesses.

Table 4D-3: Number of Firms in the Profiled Steel Industry Sectors
- SedMilsEc) ] Sted Products (SIC 3315, 3316, 3317)

v Number of Firms Percent Change | Number of Firms Percent Change
I T . S T va .
- B 61% il 65 64% ..
B R L N 4%

1993 261 . -18.7% 641 . -3.0%
L = A% L 618 o
N 39 198% Lo 07 o T

1996 397 28.5% 583 -4.0%
Percent Change

1990-1996
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d. Employment and Productivity

Employment isameasure of the level and trend of activity
inanindustry. Figure 4D-3 below provides information on
employment from the Annual Survey of Manufactures for
the Steel Mills and Steel Products sectors. The figure shows
that employment levelsin the Steel Millsindustry decreased
by atotal of 21 percent between 1987 and 1996.
Employment is a primary cost component for steelmakers,
accounting for approximately 30 percent of total costs
(McGraw-Hill, 1998). Lowering labor costs enabled the
steel mills to improve profitability and competitiveness
given the limited opportunity to raise pricesin the
competitive market for steel products. The steady declines

in employment reflects the aggressive efforts made by steel
millsto improve worker productivity in order to cut labor
costs and improve profits (McGraw-Hill, 1998).

Employment in the Steel Products sector over the same time
period shows a steady positive trend, increasing by 12
percent between 1987 and 1996. Thisincreasein
employment is due to continued growth in the demand for
stedl products driven by a strong market for steel-containing
durable goods and the increased steel-intensity of the
economy, including a significant increase in the use of steel
by the construction industry (McGraw-Hill, 1998).

Figure 4D-3: Employment for Profiled Steel Industry Sectors
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Source: Department of Commerce, Bureau of the Census, Annual Survey of Manufactures.
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Table 4D-4 presents the change in value added per labor
hour, a measure of labor productivity, for the Steel Mill
and Steel Products sectors between 1987 and 1996. Labor
productivity at steel mills has increased substantially over
thistime period. Value added per labor hour increased 47
percent between 1987 and 1996. Thisincrease reflects the
efforts by steel millsto improve worker productivity in order
to cut labor costs and improve profits. Much of the increase

in labor productivity can be attributed to the restructuring of
the U.S. steel industry and the increased role of minimillsin
production. Minimills are capable of producing rolled steel
from scrap with substantially lower labor needs than
integrated mills (McGraw-Hill, 1998). Labor productivity in
the steel products sector has fluctuated somewhat but
remained generally stable, increasing five percent from 1987
to 1996.

Table 4D-4: Productivity Trends for the Profiled Steel Industry Sectors, Millions of $1999
............................ el GGt I | <=1 rodl > CIC) - 1oL N
Year Value FIEITEdET  ValueAddedHour Value sl E...Y."?‘.‘H.?ﬁq.‘??‘.jf'ﬂ?ﬂr....
Added  millions) | Number Eﬁ;negé Added i (millions) | Number Eﬁ;neg;
1987 15,743 306 51 na 5,289 % 55 na
........ 1963 ] 18238 : %24 i %6 1.9 ] . 61% ¢ w8 i 68O 1.9
1989 17455 | 38 50 11% 5550 | 104 | 53 1 119
........ 1990 ] 168 : 35 i S8 i | 548 : W5 % 1.3
1901 13707 219 | 49 g% 5151 | 1001 | 51 i 1%
........ 1992 | 15974 t 2z G S8 i L ] 564 ¢ w1 i 56 1. 1%
1993 17008 | 268 64 10% 6278 | 107 | 59 | 5%
........ 1994 | 18824 : 206 i 7t iM% | 6sa i w8 .8 L.
1995 18930 262 T2 | % 6580 | 113 | 58 1 7%
1996 19,784 260 76 5% 6,578 114 58 1%
Percent
Change 1988- 15% 11%
1996

Source:  Department of Commerce, Bureau of the Census, Annual Survey of Manufactures.

e. Capital Expenditures

Steel production is arelatively capita intensive process.
Capital-intensive industries are characterized by large,
technologically complex manufacturing facilities which
reflect the economies of scale required to manufacture
products efficiently. Theintegrated production process
requires large capital investments of approximately $2,000
per ton of capacity for plants and equipment to support the
large-scale production capacities needed to keep unit costs
low. The nonintegrated process employed in minimillsis
significantly less capital intensive with capital costs of
approximately $500 per ton of capacity (McGraw-Hill,
1998).

New capital expenditures are needed to modernize,
expand, and replace existing capacity to meet growing
demand. Capital expendituresin the Steel Mills and the
Steel Products sectors between 1987 and 1996 are presented
in Table 4D-5 below. The table shows that while capital
expenditures in the Steel Mills sector haveexperienced
dramatic fluctuations from one year to another, the level of
capital expenditures by Steel Mills more than doubled
between 1987 and 1996. The majority of thisincrease was
realized in the late 1980s and early 1990s when capital
expenditures increased by atotal of 131 percent from 1987
to 1991. This substantial increase coincides with the advent
of thin dab casting, atechnology that allowed minimillsto
compete in the market for flat rolled sheet steel. Thin slab
casting isthe industry’ s largest and most lucrative segment,
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accounting for approximately 60 percent of demand. The
significant decreasesin capital expenditures by steel mills
that followed this expansion reflects the bottoming out of
the demand for steel productsin the early 1990s. The
recovery in capital expendituresin the mid 1990s has likely
resulted from the recovery in the demand for stedl whichis

due to an increase in the steel-intensity of the economy and
growth in important end use markets (McGraw-Hill, 1998).

The 20 percent growth in the Steel Products sector has been
much more modest, but the fluctuations are equally
dramatic.

Table 4D-5: Capital Expenditures for the Profiled Steel Industry Sectors ($1999 millions)
_______________________ Sed Mills(SIC331) | sred Products(siC 3315, 3316, 3317) |
| S porcntchange | SIS percon e
__________ L o N SN AL L A
__________ 1988 2T b B2 TS
__________ A . O S L N U S
__________ 1990 2B Y
__________ el e R el S O S S
__________ oA v S IS S LS
__________ 198 BT
__________ e N L £SO I S
__________ 1998 B3SO B
1996 2,522 6.6% 576 17.4%
Percent
Change 1987- 107.4% 20.5%
1996

Source:  Department of Commerce, Bureau of the Census, Annual Survey of Manufactures.
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f. Capacity Utilization

Capacity utilization measures actual output as a
percentage of total potential output given the available
capacity and is used as a key barometer of an industry’s
health. Capacity utilization is an index used to identify
potential excess or insufficient capacity in an industry which
can help to project whether new investment is likely. Figure
4D-4 presents the capacity utilization index from 1989 to

1998 for the 4-digit SIC codes that make up the Steel Mill
and Steel Products sectors. As shown in the figure, the
index follows similar trends in each SIC code. For all
sectors, capacity utilization peaked in 1994 and has
decreased through the late 1990s. Thistrend reflects the
over-capacity in the U.S. steel industry that has followed the
substantial capacity additionsin the late 1980s and early
1990s.

Figure 4D-4: Capacity Utilization Index for Profiled Steel Industry Sectors
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Source: Department of Commerce, U.S. Census Bureau, Current Industrial Reports, Survey of Plant Capacity.

4D.2 Structure and Competitiveness of

the Steel Industry
The companies that manufacture steel operatein ahighly
capital intensive industry. The steel mill industry is
comprised of two different kinds of companies, integrated
millsand minimills. Theintegrated steelmaking process
requires expensive plant and equipment purchases that will
support production capacities ranging from two million to
four million tons per year. Until the early 1960s integrated
steelmaking was the dominant method of steel
manufacturing in the U.S. Since then, the integrated steel
business has undergone dramatic downsizing due in part to
the advent of minimills, increased imports, and reduced
consumption by the auto industry which caused the industry
to lose a substantial amount of tonnage. The increased unit
costs as aresult of decreasesin tonnage has caused
bankruptcy, plant closures, and mergers. These trends have
reduced the number of integrated steelmakers (S& P, 2000).

Minimills vary in size from capacities of 150,000 tons at
small facilitiesto larger facilities with annual capacities of
between 400,000 tons and two million tons. Integrated
companies have significant capital costs of approximately
$2,000 per ton of capacity compared with minimills' $500
per ton. Because their production method does not require
as much of an investment in capital equipment as integrated
steelmakers, minimills have been able to lower prices
driving integrated companies out of many of the commaodity
steel markets (S& P, 2000).

Thelarge reduction in the initial capital investment has made
it easier for minimills to enter the market. There were 22
publicly listed producersin the U.S. steel market as of late
1999, a sharp contrast to the oligopoly that prevailed earlier
in this century (S&P, 2000).
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a. Geographic Distribution reasonable cost and where alocal market exists (EPA,
Steel mills are primarily concentrated in the Great Lakes 1995). The Steel Products sector is concentrated in the
Region (New Y ork, Pennsylvania, Ohio, Indiana, Illinois, Great L akes region and California. Ohio, Illinois,

and Michigan). Historically, mill sites were selected for Pennsylvania, Michigan, and California manufactured 41

their proximity to water (both for transportation and for use ~ Percent of al steel productsinthe U.S.

in cooling and processing) and the sources of their raw ] o )
materials, iron ore and coal. The geographic concentration Figure 4D-5 below shows the distribution of U.S. steel mills
of the industry has begun to change as minimills can be built ~ @nd steel productsfecilities.

anywhere where electricity and scrap are available at a

Figure 4D-5: Geographical Distribution of Facilities in the Profiled Steel Industry Sectors

Number of Facilities
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B 50 104

Source:  Department of Commerce, Bureau of the Census, Census of Manufactures, 1992.
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b. Facility Size

Steel making at both integrated mills and minimillsis
characterized by relatively large facilities, with 71 percent of
all steel mills employing 100 or more employees. Figure
4D-6 shows that in 1992, the vast magjority, approximately
98 percent, of the value of shipments for the industry was
produced by facilities with more than 100 employees.
Facilities with more than 1,000 employees accounted for
approximately 69 percent of all steel mill shipments.

The Steel Products sector is characterized by smaller
facilities than steel making with only 26 percent of facilities
in the steel product industry employing 100 or more
employees. While the mgjority of facilitiesin the Steel
Products sector employ less than 100 people, most of the
output from this sector is produced at the largest facilities.
Figure 4D-6 shows that steel products facilities with more
than 100 empl oyees account for approximately 74 percent of
the industry’ s shipments.
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Figure 4D-6: Value of Shipments and Number of Facilities by Employment Size Category for the Profiled
Steel Industry Sectors

Number of Facilities, 1992
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Source: Department of Commerce, Bureau of the Census, Census of Manufactures, 1992.

c. Firm Size

The Small Business Administration (SBA) defines small
firmsin the profiled steelteel industries according to the
firms' number of employees. Firmsin both Steel Mills (SIC

3312) and Steel Products (SIC 3315, 3316, and 3317)
sectors are defined as small if they have 1,000 or fewer
employees. Table 4D-6 below shows the distribution of
firms, facilities, and receipts by the employment size of the
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parent firm.

The size categories reported in the Statistics of U.S.
Businesses (SUSB) do not coincide with the SBA small firm
standard of 1,000 employees. It istherefore not possible to
apply the SBA size thresholds precisely. The SUSB data
presented in Table 4D-6 show that in 1996, 316 of 397 firms
in the Steel Mills sector had less than 500 employees.
Therefore, at least 80 percent of firmsin this sector were
classified as small. These small firms owned 320 facilities,
or 66 percent of all facilitiesin the sector, and accounted for
approximately 6 percent of industry receipts. In contrast, the
34 largest firms that employ over 2,500 employees own 19

percent of al facilitiesin SIC 3312 and are responsible for
approximately 77 percent of al industry receipts.

Of the 583 ultimate parent firms with facilities that
manufacture steel products, 470, or 81 percent, employ
fewer than 500 employees, and are therefore considered
small businesses. Small firms own approximately 68
percent of facilitiesin the industry and account for 34
percent of industry receipts. The 49 large firms that employ
over 2,500 employees own 100 of the 770 facilitiesin SIC
codes 3315, 3316, and 3317 and are responsible for
approximately 30 percent of al industry receipts.

Table 4D-6: Number of Firms, Facilities, and Estimated Receipts in the Profiled Steel Industry Sectors
by Employment Size Category, 1996

Stedl Mills (SIC 3312)

Steel Products (Sl C 3315, 3316, 3317)

49,779,265

Employment 5 Estimated Estimated
Size Category | Number of : Number of Receipts Number of Number of Receipts
Firms Facilities (%1999 Firms Facilities (%1999
millions) millions)
0-19 233 233 296,228 237 237 324

Source:  Small Business Administration, Satistics of U.S. Businesses.
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d. Concentration and Specialization Ratios
Concentration isthe degree to which industry output is
concentrated in afew large firms. Concentration is closely
related to entry and exit barriers with more concentrated
industries generally having higher barriers.

Thefour-firm concentration ratio (CR4) and the
Herfindahl-Hirschman Index (HHI) are common
measures of industry concentration. The CR4 indicates the
market share of the four largest firms. For example, aCR4
of 72 percent means that the four largest firmsin the
industry account for 72 percent of the industry’ stotal value
of shipments. The higher the concentration ratio, the less
competition thereisin the industry, other things being
equal.? Anindustry with a CR4 of more than 50 percent is

2 Note that the measured concentration ratio and the HHF are
very sensitive to how the industry is defined. Anindustry with a
high concentration in domestic production may nonetheless be
subject to significant competitive pressuresif it competes with
foreign producers or if it competes with products produced by other
industries (e.g., plastics vs. aluminum in beverage containers).
Concentration ratios are therefore only one indicator of the extent
of competition in an industry.

generally considered concentrated. The HHI indicates
concentration based on the largest 50 firmsin the industry.

It is equal to the sum of the squares of the market shares for
the largest 50 firmsin the industry. For example, if an
industry consists of only three firms with market shares of
60, 30, and 10 percent, respectively, the HHI of thisindustry
would be equal to 4,600 (60% + 30 + 10?). The higher the
index, the fewer the number of firms supplying the industry
and the more concentrated the industry. Anindustry is
considered concentrated if the HHI exceeds 1,000.
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The Steel Mills (SIC 3312) and Steel Products sectors (SICs
3315, 3316, 3317) are considered competitive, based on
standard measures of concentration. The CR4 and the HHI
for all the relevant SIC codes are bel ow the benchmarks of
50 percent and 1,000, respectively. The concentration ratios
presented in Table 4D-7 indicate that the majority of the
output generated in these industry sectorsis not concentrated
inafew large firms. Moreover, the table shows that each of
the industry sectors has became more competitive between
1987 and 1992.

The specialization ratio isthe percentage of the

industry’ s production accounted for by primary product
shipments. Thecoverage ratio isthe percentage of the
industry’ s product shipments coming from facilities from the
same primary industry. The coverage ratio provides an
indication of how much of the production/product of interest
is captured by the facilities classified in an SIC code.

The specialization and coverage ratiosin Table 4D-7 show a
high degree of specialization by stedl millsindicating that
the majority of production of steel millsisaccounted for by
primary product shipments.

Table 4D-7: Selected Ratios for the Profiled Steel Industry Sectors

Concentration Ratios

Total o
SIC L Year T oo Sp emall_zatlon Cover_age
Code ) ) : ) 20 50  Herfindahl- Ratio Ratio
5 of Firms | 4Firm | 8Firm , . I
(CR4) | (CR8) ! Firm { Firm | Hirschman
i (CR20) : (CR50) : Index
Steel Mills

1987 271 44% 63% 81% 94% 607 98% 97%
T e B e e B

1992 135 37% 58% 81% 96% 551 98% 97%

Steel Products

Source:  Department of Commerce, Bureau of the Census, Census of Manufactures, 1992.

e. Foreign Trade

The global market for steel has become and still remains
extremely competitive. From 1945 until 1960, the U.S. steel
industry enjoyed a period of tremendous prosperity and was
anet exporter until 1959. However, by the early 1960s,
foreign steel industries had thoroughly recovered from
World War Il and had begun construction of new plants that
were more advanced and efficient than the U.S. integrated
steel mills. Foreign producers also enjoyed lower labor
costs allowing them to take substantial market share from
U.S. producers (S& P, 2000). Thisincreased competition
from foreign producers combined with decreased
consumption in some key end use markets served asa

catalyst for the restructuring and downsizing of the U.S.
stedl industry. Theindustry has emerged from this
restructuring considerably smaller, more technologically
advanced and internationally competitive.

This profile uses two measures of foreign competitiveness:
export dependence and import penetration. Export
dependence is the share of value of shipments that is
exported. Import penetration is the share of domestic
consumption met by imports. Table 4D-8 presents trade
statistics for the profiled steel industry sectors from 1989 to
1996. The table showsthat the trendsin both export
dependence and import penetration have been relatively
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stable. Historically, the U.S. steel industry has exported a consumption rose slightly from 14 percent in 1993 to 17
relatively small share of shipments when compared to steel percent in 1994 and remained at that level through 1996.
industries in other developed nations (McGraw-Hill, 1998). This gradual increase in imports reflects excess steel

In 1995, U.S. exports rose to the highest level since 1941, capacity worldwide and the competitiveness of foreign steel
yet steel exports only accounted for 7 percent of shipments producers.

that year. Imports as a percentage of implied domestic

Table 4D-8: Trade Statistics for the Profiled Steel Industry Sectors
. Valueof | Valueof i  Vaueof i  Implied | mport | Export
Y ear 5 |mpo.rt.s($1999 expO(t§($1999 Shlpmgjts ($1999 Domeetllc . Pl Dependence’
. milliony) ¢ milliong : .miliong : Consmptiont { TE i ]
(@ ® 9 @ . ® 0 ©
1989 . 9,844 . 3,058 59,203 . 65,990 . 15% . 5.2%
1990 . 9,244 . 3,066 58,321 . 64,499 . 14% . 5.3%
1991 8,767 . 4,064 53,958 . 58,662 . 15% . 7.5%
1992 9,034 . 3,388 57,036 62,682 . 14% . 5.9%
1993 . 9,662 . 3,104 60,099 . 66,657 . 14% . 5.2%
1994 . 13,335 . 3,179 J 64,361 . 74,517 . 18% . 4.9%
1995 . 12,178 . 4,616 J 65,147 . 72,709 . 17% . 7.1%
1996 . 13,356 . 4,190 67,197 . 76,363 . 17% . 6.2%
Average ; i i i
Amual 4% 5% 2% 2% % 3%
Growth Rate : : : : :

! Implied domestic consumption based on value of shipments, imports, and exports [column d + column b - column ¢].
2 |mport penetration based on implied domestic consumption and imports [column b/ column €].
3 Export dependence based on value of shipments and exports [column ¢ / column d].

Source:  Department of Commerce, Bureau of the Census, Annual Survey of Manufactures; U.S. Dept. of Commerce, Bureau of the
Census, International Trade Administration. Outlook Trends Table, 1997.
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4D .3 Financial Condition and Performance
The steel industry is generally characterized by relatively
large plant sizes and technologically complex production
processes which reflect the economies of scale required to
manufacture steel efficiently. Because of the high fixed
costs associated with steel manufacturing operations, larger
production volumes are required to spread these costs over a
greater number of unitsin order to maintain profitability.
Operating margins for steel producers can be volatile
due to changes in raw material costs, energy costs, and

production levels (S& P, 2000).

Table 4D-9 presents trends in operating margins for steel
mills and steel products manufacturers. The table shows
that operating margins were relatively stable in both industry
sectors between 1987 and 1996. The significant decrease in
operating margins for steel mills and, to alesser extent, steel
products producers resulted from a significant decrease in
steel consumption worldwide (McGraw-Hill, 1998).

Table 4D-9: Operating Margins for the Profiled Steel Industry Sectors (Millions $1999)
_____________________________ SedMills(§IC3312) | Sted Products(SIC 3315,3316,3317) |
e Valueof | Cost of Payrall (all Operating Value of Cost of Payrall (all Operating
Shipments : Materials | employees) : Margin Shipments : Materials : employees) : Margin
__________ 1997 |.SBus | s | seow | 201 | suages | sesol | s1982 | 21% |
__________ 1983 | SM37L | $26877 | 6558 | 246% | $16460 | $1054 | $2015 | 23%
__________ 1989 | $43195 | $26140 | 6464 | 245% | $16008 | Sl048l | SL950 | 2%
__________ 1990 | $42301 | $2573 | $6746 | 282% | $16020 | SI05M8 | $2089 | 2%
__________ 1991 | $3363 | $24249 | $65%0 | 198% | $I5501 | SO | $2045 | 20%
__________ 1992 | $40609 | $24480 | $6763 | 282% | $16337 | Sl0628 | S2184 | 26%
1993 $42,526 $25,547 $6,649 24.3% $17,573 : $11,322 $2,293 : 22.5%
__________ 1994 | #6046 | 7488 | 6612 | 26 | SI8314 | SILESL | $2253 | 240%
__________ 1995 | 6579 | 7962 | S6Adl | 261% | $I8560 | $12131 | 2234 | 226%
1996 $48,773 $29,257 $6,668 26.3% $18,424 $11,868 $2,319 23.0%
Porcent Clonge | 2 28% 4% 24% 24% 17%

Source:  Department of Commerce, Bureau of the Census, Annual Survey of Manufactures.
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4D.4 Facilities Operating Cooling Water

Intake Structures
In 1982, the Primary Metals industries withdrew 1,312
billion gallons of cooling water, accounting for
approximately 1.7 percent of total industrial cooling water
intake in the United States. The industry ranked 3 in
industrial cooling water use, behind the electric power
generation industry, and the chemical industry (1982 Census
of Manufactures).

This section presents information from EPA’s Industry
Screener Questionnaire: Phase | Cooling Water Intake
Structures on existing facilities with the following
characterigtics:

they withdraw from awater of the United States;
they hold an NPDES permit;

they have an intake flow of more than two MGD;
they use at least 25 percent of that flow for cooling
purposes.

v v v v

These facilities are not “new facilities’ as defined by the
proposed §8316(b) New Facility Rule and are therefore not
subject to this regulation. However, they meet the criteria of
the proposed rule except that they are already in operation.
These existing facilities therefore provide a good indication
of what new facilitiesin these sectors may look like. The
remainder of this section refers to existing facilities with the
above characteristics as “ 8316(b) facilities.”

a. Cooling Water Uses and Systems
Information collected in EPA’ s Industry Screener
Questionnaire: Phase | Cooling Water Intake Sructures
found that an estimated 38 out of 158 steel mills (24
percent) and 13 out of 312 steel product manufacturers (4
percent) meet the characteristics of a 8316(b) facility.

Minimills use electric-arc-furnace (EAF) to make steel from
ferrous scrap. The electric-arc-furnace is extensively cooled
by water and recycled through cooling towers (U.S. EPA,
1995).

Most §316(b) facilitiesin the profiled Steel sectors use
cooling water for contact and non-contact production line or
process cooling, electricity generation, and air conditioning:

» All 8316(b) steel mills use cooling water for
production line (or process) contact or noncontact
cooling. The two other major uses of cooling water
by steel mills are electricity generation and air
conditioning, accounting for approximately 38 and
48 percent, respectively.

» All §8316(b) stedl product facilities use cooling
water for production line (or process) contact or
noncontact cooling. Electric generation and other
uses are the two other uses of cooling water, both
accounting for approximately 8 percent.
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Table 4D-10 shows the distribution of existing 8316(b)
facilitiesin the profiled steel sectors by type of water body
and cooling system. The table shows that most of the
existing 8316(b) facilities have either a once through system

(22, or 43 percent) or employ a combination of a once
through and closed system (21, or 40 percent). The largest
proportion of existing facilities draw water from a
freshwater stream or river (25, or 49 percent).

Table 4D-10: Number of §316(b) Facilities in the Profiled Steel Industry Sectors
by Water Body Type and Cooling System Type
Coollng Systems
Water Body Type ... ClossdCyde  : Combination | - C . Unknown
: ] ] Total
% of % of % of % of
Number Total Number Total Number Total Number Total
Steel Ml"S (sIc 3312)
Estuary or Tidal River 0 0% 0 0% 5 100% 0 0% 5
Freshwater Stream or 1 4% 14 60% 5 23% 3 13% 24
River
Lake or Reservoir 1 13% 5 61% 2 26% 0 0% 9
Total' 2 6% 19 52% 13 34% 3 8% 38
Steel Products (SIC 3315, 3316 3317)
Freshwater Stream or 0 0% 0 0% 9 100% 0 0% 9
River :
Lake or Reservoir 0 0% 1 100% 0 0% 0 0% 1
Lake or
Reservoir/Freshwater 3 100% 0 0% 0 0% 0 0% 3
Stream or River
Total' 3 23% 1 9% : 9 69% 0 0% 13
Total for Profiled S‘reel Indusfr‘y (SIC 3312 3315 3316, 3317)
Estuary or Tidal River 0 0% 0 0% 5 100% 0 0% 5
Freshwater Stream or 1 3% 14 43% 14 44% 3 10% 3
River
Lake or Reservoir 1 11% 6 66% 2 23% 0 0% 10
Lake or
Reservoir/Freshwater 3 100% 0 0% 0 0% 0 0% 3
Stream or River

T Individual numbers may not add up to total due to independent rounding.

Source:  EPA, Industry Screener Questionnaire: Phase | Cooling Water Intake Sructures, 1999.
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b. Facility Size as employment distribution in their respective industries.

The distribution of employment for both §316(b) steel mills ~ Steel mills predominantly employ over 1,000 people while
and stedl products facilities follow the same general pattern  Steel product manufacturers tend to be much smaller.

Figure 4D-7: Number of §316(b) Facilities in the Profiled Steel Industry Sectors
by Employment Size

30-
25
21
W Seel Mills(9C
20+ 3312)
151
104 8 @ Seel Products (9C
; 7 3315, 3316, 3317)

5 3

oo . i
0

<100 100-249  250-499  500-999  >=1000

Source:  EPA, Industry Screener Questionnaire: Phase | Cooling Water Intake Structures, 1999.
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d. Firm Size firms. Table 4D-11 shows that of the 38 §316(b) steel mills
EPA used the Small Business Administration (SBA) small 22 percent are owned by small firms. There are no 8316(b)
entity size standards to determine the number of existing steel product facilities that are owned by asmall firm.

8316(b) profiled chemical industry facilities owned by small

Table 4D-11: Number of §316(b) Facilities by Firm Size for the Profiled Steel

Sectors
Large : Small
SIC Code e e e e e Total
Number i % of SIC | Number { % of SIC

Stedl Mllls(SIC3312)

TIndividual numbers may not add up to total due to independent rounding.

Source:  EPA, Industry Screener Questionnaire: Phase | Cooling Water Intake Structures, 1999;

D& B Database.
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